EXECUTIVE OFFICE OF THE PRESIDENT
orricE oF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

Testimony of the Honorable Clay Johnson III,
Deputy Director for Management, Office of Management and Budget
before the
Subcommittee on Federalism and the Census, Committee on Government Reform,
U.S. House of Representatives

March 1, 2005

The Bush Administration wants the government’s programs to work — to achieve
their intended results. We are systematically assessing programs to determine
whether or not they work. If they don’t, we figure out how to fix them.

So far, we have assessed programs that account for 60 percent of the Federal
Budget — 607 programs in total. We ask of every program:

Does it have a clear definition of success, and is it designed to achieve it?
Are its goals sufficiently outcome-oriented and aggressive?

Is it well managed?

Does it achieve its goals?

This assessment invariably reveals ways a program can be improved, no matter
whether the program is a top or poor performer.

This past year we assessed the collection of Federal economic and community
development programs, and determined most were not accomplishing their
intended results. We worked with agencies and stakeholder groups to find ways to
improve targeting, as well as performance and accountability, key elements of this
proposal. The Federal Government invests approximately $16 billion each year
through approximately 35 grant and loan programs and tax incentives across 7
major agencies. With no administration-wide approach to guide these efforts,
many of these investments are:

e largely uncoordinated,

e too loosely targeted,

o weakly leveraged,

e and not achieving results.

Most important, these programs often cannot demonstrate they are having any
positive impact on the communities they serve. After more than 30 years and over



$100 billion dollars, the federal government can point to few examples of
measurable success.

The Administration proposes to address this problem by consolidating 18 of the
government’s community and economic development programs into a new
approach, the Strengthening America's Communities Grant Program, with a clear
definition of success: economic growth and opportunity in communities where it
would not have otherwise existed.

Additionally new eligibility criteria, based on job loss, unemployment levels and
poverty, are proposed to ensure the funds are directed to the communities most in
need of the development assistance. While fewer communities would likely be
funded, eligible communities could receive increased funding compared to their
Community Development Block Grant amounts.

Finally, and most importantly, it is proposed that communities be required to meet
specific accountability measures to track progress towards the community’s goals.

For those communities that show inadequate progress meeting the program’s goals,
a plan of action will be developed and technical assistance will be provided to
ensure that future funds are strategically targeted and invested in proven activities.
Communities that are consistently unable to use taxpayer dollars to meet the
accountability measures would stand to lose future funding.

The Administration proposes to consolidate this new entity at the Department of
Commerce because its mission — creating the conditions for economic growth and
opportunity — is most consistent with the mission of the new program.

The Bush Administration wants community and economic development programs
to work. The President’s Strengthening America’s Communities Initiative
establishes clear principles for reform. The Administration is ready to work with
the Congress to enact enabling legislation. America’s communities will be better
for it.



